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In response to the Departments request, Arctic Circle Air Service, 
Inc. submits the following: 

First - Paragraph (k) (4). 
Requiring carriers to submit a new report monthly would exceed the 
requirements of the RSIA. 
and insurance information should be adequate. 

A yearly report updating fleet status 

Second - T-100 0 & D statistics. 
Due to the importance of accurate information for carrier selection 
and allocation of-mail tender under the new system, Arctic Circle 
Air believes that the initial period should not be determined on 
anything less than a full vea rs data. In order to acquire the most 
accurate data, the Department must require all carriers to submit 
prior data in a standardized format so that such data is consistent 
from one carrier to the next. This vitally important action will 
assure the accurate selection of carriers into the appropriate mail 
tender pool. A problem that I will expound upon later, is that of 
reporting excess baggage, nonrevenue freight and comat as commercial 
freight. These specific items are not true freight and to use data 
that previously allocated it as such skews the true commercial 
freight numbers and unfairly jeopardizes the nonmail freight 
carriers ability to gain its proper percentage in the mail tender 
pool I 



The Department is anticipating the first tender of mail under the 
new system will use an annual data pool with a year end of 6-30-03. 
Arctic Circle Air believes that this time frame is too early a 
period and will not allow for sufficient collection of data for 
those carriers that have changes their operations to comply with the 
requirements of the RSIA. A more appropriate year end would be 
7-31-03 or even better 8-31-03. This would still allow the 
Department and Postal Service 3 to 4 months to analyze the data and 
finalize the selection of carriers. 

The use of T-100 reports for determining market shares establishes 
a need for a standardized system of depicting flight schedules. The 
Departments temporary requirement for single plane operations having 
one flight number assigned is a valid solution and should become a 
continual part of the T-100 reporting requirements. 

Third - Section (k) (5). 
The use of excise tax as I understand it is to verify the accuracy 
and validity of the reported passenger numbers, as well as pounds of 
freight carried. The fallacy of this "check and balance" system 
lies in the fact that excise taxes are collected by any number of 
different entities. The system of interlining passengers and 
freight leads to an inevitable situation that excise tax reports 
will not correspond with either passenger or freight numbers. 
anomaly is caused by the fact that the 
collected the tax and not the downline carrier. Although the 
accuracy of the reports will obviously be in error, the fact remains 
that the RSIA requires them and unless the law is changed Arctic 
Circle Air and many other carriers will have to revamp their 
accounting systems to capture the required data. 

This 
originating entity has 

Fourth - Actions of carriers to qualify. 
Proof of qualifications takes the form of Operations Specifications, 
current and/or additional aircraft acquisitions, advertising, 
insurance policies and various documents needed for the 
transportation of either passengers or freight such as tickets and 
and airway bills. 
their qualifications through data already on file at the FAA and 
DOT, the Secretary should need to request qualifying information 
only from those carriers where their qualifications may be in 
question. 

Since the majority of carriers have a history of 

Fifth - Preferential tender 
The RSIA does not apply in any way to Birrsort ce rtification but 
rather to operations by 121 bush passenger carriers. In 5402(a)(18) 
the term "121 bush passenger carrier" means a bush passenger carrier 
providing passenger service on bush routes under Part 121. 
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In order to operate under Part 121, the aircraft utilized would need 
to comply with the requirements of 121.157(f). The majority of 
aircraft currently utilized under Part 135 are unable to meet these 
requirements and therefore mav not be operated under Part 121 but 
must remain operating under Part 135. 5402(a) (22) and (23) define 
"135 bush passenger carrier" as operating under Part 135 and 
therefore the rate required by (6) (C) would have to be the 135 bush 
rate as established by the Secretary. 
standing DOT policies, you cannot pay a rate for a service that does 
not exist. In order for a route to be a 121 bush rate route, a Part 
121 aircraft must actually operate on that route, and do so under 
Part 121 regulations. 

In accordance with long 

Sixth - Rate making issues 
According to the strict reading of the law, paragraph (18) applies 
to bush passenger carriers providing passenger service on bush 
routes under Part 121. In neither paragraph (18) or 6(B) is there 
a mention of the 19 seat requirement. The 19 passenger seat 
reference is a requirement to remain eligible for mail tender under 
(h) (2) (B)  (iland is not a bases for rate making in 6 ( B ) .  All 
aircraft operated under 121 and on bush routes regardless of the 
number of seats must be in the cost pool for the 121 bush rate. 

An additional concern as it relates to the establishment of the 121 
bush rate is the practice of 121 carriers operating their 19 
passenger aircraft on both mainline and bush routes. Data used in 
determining the 121 bush rate must be derived from operations that 
are conducted solely on bush routes. Any data associated with 
operating on mainline routes must be excluded. 

There is no need for a fourth bush rate. 

Seventh - Ratemaking issues 
Because of the RSIA and its significant effect on the overall air 
transportation system in Alaska, Arctic Circle Air believes that 
the current mail rates should remain in effect as an interim rate, 
until such time as the RSIA has been fully implemented and its 
impact on the carriers can be evaluated. These rates would be 
applicable to all operations 121 bush, 135 bush and amphibious 
aircraft . 

Eishth - Data 
Arctic Circle Air currently meets most if not all of these 
requirements. 
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Additional Issues 

First; - Excess baggage 
Excess baggage has historically been reported to the DOT as freight 
however, since excise tax is not applicable to excess baggage 
(Appendix 1, IRS publication 510 Excise Taxes) it is misleading to 
allocate these significant poundages to passenger carrier nonmail 
freight statistics. To allow passenger carriers to count excess 
baggage pounds as nonmail freight only serves to invalidate the true 
nonmail freight market data and jeopardizes the nonmail freight 
carriers ability to maintain its proper share of the nonmail freight 
mail tender pool. Nonmail freight must be true commercial freight 
that was presented to the carrier as freight, documented as such on 
a freight airway bill and all appropriate excise taxes collected. 
The Department must require carriers to report commercial freight 
numbers and excess baggage numbers separately. 

Second - Mail rates 
The RSIA does not explicitly state what the applicable mail rate 
will be for the nonmail freight carriers. 5402(4) defines the 
term "bush carrier" as meaning a carrier operating aircraft 
certificated within the payload capacity requirements of subsection 
(g) (1) (D) (i) on a city pair route. Paragraph (g) (1) (D) (i) states 
that a carrier operating aircraft with a payload capacity up to 
7,500 pounds shall transport mail at the applicable intra-Alaska 
bush service mail rate. Arctic Circle Air maintains that this 
requires that nonmail freight carriers shall be paid the 
appropriate 121 bush passenger rate or 135 bush passenger rate as 
is applicable to that route at that time. 

Thank you for the opportunity to present our views on these matters. 
Should you have questions or require additinal information please 
don't hesitate to contact me. 

Respectfylly Submitted, am Don Sinqsaas 
Director of Operations 

Attachments: 
Appendix 1 Excise Taxes 
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Appendix 1 

mpted intem8bbna/ air tmnsportatkw (defined 
earlier) e m  if the scheduled interval between 
arrival and departure at any station in the United 
States is actually more than 12 hours. However. 
such personnel must buy their tickets within 12 
hours after landing at the first domestic airport 
and accept the fbst available accOmmOdation of 
the type called for by their tickets. The trip must 
be@n or end outside the United States and the 
225-mlle m e .  

Certain f"ptw uses. The tax does not 
apply to air transportatbn by helioopter if the 
helicopter is used for any of the foyowing pur- 
poses. 

1) Transporting individuals. equipment, or 
supplies in the expbration for, or the de- 
velopment or removal of, hard minarais. 
oil, or ga!3. 

2) Ptam. arhvating, cutting. transporting. 
or caring for trees (including kgghg oper- 
atbns). 

medicalsenrices. 
3) Providing transportation for emergency 

However, during a usedescribed in items (1) 
and (2), thetax applies ifthe heliCoptl?rtakes& 
frwn. or lands at. a facility eligblefor assistance 
underthe Aipatand Airway Development Act 
d 1970, a othermse . uses sarvices provided 
undarsection44509or44913(b)orwbchapter 1 
d chapter 471 of We 49. United States Code. 
For item (1). treat each Right segment as a 
SW-teRight. 

not applytoairtraansputation by fixed-wing air- 
waft if used for emecgency medical traensporta 
tion. The aircraft must be equipped for and 
exchivety dedkabd on that fiishtb awte care 
emergency medical services. 

S- The tax does not apply to any air 
bansportation exchsiity for the purpose of 
SkYdiVw. 

Bonurtkhts. Thetaxdoesnotapplyto 
free bonustidcets issued by an a b  company 
to ilsarstomers who have satisfied an m q u b  
mentstoqualilyforthebonwtick~. However. 
the tax appaesto amounts paid by customersfor 
advancebonus~tswhencustomershave 
traveled . mileage to funy q d i  for 
the free advance bonus Wets. 

m q  8& UnbUfanCO. The does 

Use of International 
Ah Travel Facilities 

A $13.20 tax per person is imposed on amounts 
paid during 2002 (whether in or outside the 
United States) for international f l i t s  that begin 
ur end in the Unlted States. However. for a 
domestic segment that begins or ends in Alaska 
or Hawaii, a $8.60 tax per person applies only to 
departures. This tax does not apply if all the 
transportation is subject to the percentage tax, 
discussed earlier. 

Transportation of 
Property by Air 
A tax of 6.25% is imposed on amounts paid 
(whether in or outside the United States) for 
transportation of property by air. The fact that 
the aircraft may not use public or commeraal 

airports in taking off and bndq has no effect on 
the tax. The tax applies only to amounts paid to 
a person engaged in the business of transport- 
ing property by air for hire. 

The tax applies only to transportation (indud- 
Ing layover Ume and movement of aimaft in 

United States. Thus, the tax does not apply to 
transportation of property by air that begins or 
ends wtside the United States. 

Exemptions from tax. The tax on transports 
tion of property by air does not apply in the 
following situetions. See also Special Rukw on 
Transportetion Taxes, tater. 

cmpdustrng and limirghtingservica m e  
tax does not apply to amounts paid for cropdust- 
ing or aerial fiefighting service. 

Exporbm. Thetaxdoesnotapplyto 
Paymentsfortra- ' ofpropertybyakin 
the course of expodation ( i i  to United 
States possessions) by continuous " e n t .  
as evidenced by the execution of Fonn 1363, 
Export Exempiion Certitkate. See Form 1363 
for mom details. 

C d d n  hdkopiorand fiXrcMn0 ah un- 
bu&m us# The tax does not apply to 
amounts paid forthe use ofhalicopOers in am- 
a" to set heating and a i r u " i i  units 
onrodsofbuildings, t o d i s m a n t l e t w e r a ,  
a M J t o a i d i n c 0 "  ' ofpowerlinesandski 
m. 

Thetax atso does not apply to akbansporEs 
tkn by helicopter or faed-wing aircraft for the 
purpose of pr- emergency medical Iran* 
portatin. The fuced-wing aircraft must be 
equipped fw and exdusivdy dedicated on that 
flightto amte axe emergency medical sarvices. 

SkydMng. The tax does not apply to any air 
transportatkn exclusively for the purpose of 
skydhring. 

€xcoss&g&pgr Thetaxdoesnotapptyto 
excess basaase accompanying a P-W on 
an ailwaftoperatedon an established line. 

Akrkr md Haw&. For transportation of 
property toand from ALeska and Hawaii,thetax 
in general does not apply to the porlion ofthe 
transportation that is entire)youtsidethe conti- 
nental United States (or the 22smilezone if the 
aircraff departs frwn or arrives at an airport in 
the 225mii zone). But the tax applies to Whts 
between ports or stations in Alaska and the 
Aleutian Islands. as wen as between ports or 
statims in Hawaii. Tim tax applies even though 
parts of the Rights may be over international 
waters or over Canada, if no point on a line 
drawn from where the route of transportation 
leaves the United States (Alaska) to where it 
reenters the United States (Alaska) is more than 
225 miles from the United States. 

Liabdity for tax. The p e m  paying for taxa- 
ble transportation is liable for tha tax and, wdi 
narily, the person engaged in the business of 
transporting property by air for hire receives the 
payment. collects the tax, files the returns. and 
pays over the tax to the government. 

If tax is not paid when a payment is made 
outside the United States, the person fumishing 
the last segment of taxable transportation d- 
lects the tax from the person to whom the prop 
erty is delivered in the United States. 

deadhead service) that begins and .ndr in the 

Special Ruks on 
Transportation Taxes 
In certain circumstances, special rules apply to 
the taxes on transportation of persons and prop 
erty by air. 

Aircraft used by affiliated corporations. 
The taxes do not apply to payments received by 
one member of an affiliated group of corpora- 
tions from another member for services fur- 
nished In connection with the use of an aircraft. 
However. the aircreft must be owned or leased 
by a member d the affiliated group and cannot 
be available for hire by a nonmember d the 
affitiatad group. Determine whether an a i m  is 
availabie for hire by a nonmember of an affiliated 
group on a Right-by-flght basis. 

An affiliated group of corporations, for this 
rule, is any group of corporations connected with 
a common parent corporation through 80% or 
more stock ownership. 

Smdl aircraft. The taxes do not apply to 
transportation fumished by an aircraft having a 
" u m  cartilicated takeoff weight d 6,000 
pounds or less. However, the taxes do apply if 
the akcraft is operated on an esbblished line. 
'operated on an established line- means the 
aircreffoperateswith some degree of mgularity 
be- definite points. 

Consider an airaaft to be operated on an 
estebEshed line if it is operated on a charter 
basis between two cities dso sewed by that 
canier on a regutarty scheduled basis. 

W b u d l o a d d p e " a n d p m p e r t y .  l f a  
-le amount is paid for air -tion of 
persons and property. the payment must be 
alocated between the amount subject tothe tax 
on transportation of persons and the amount 
subjectb the tax on t r a n q "  of property. 
The alkcetkn must be reasonable and sup 

by adequate records. 

Credits or Refunds 
If tax is collected and paid over for air transporte 
tion that is not taxable air transportabon . ,the 
cd ldor  may daim a aedi or refund if it has 
repaid thetax to the perscm from whan the tax 
was odlectsd or obtained the consent of that 
penrontotheaUowancedthecreditorrefund. 
Alternatively. the person who paid the tax may 
daim a refund. For infamation on form used tD 
daim a credit or refund, see C M s  and R e  
funds, later. 

Fuel Taxes 
Exdse taxes are imposed on aH the following 
fuels. 

Gasotine. 
Gasohol. 

DW fuel. 
Kerosene. 

Aviation fuel. 

Special motor fuels (including LPG). 

Compressed natural gas. 
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